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HIGHLIGHTS OF BUSINESS IN SEPTEMBER 


Short-term indicators pointed generally in September 
to further weakening of business activity. Most spectac- 
ular, although not most significant, were the continuing 
sharp declines in stock prices, which carried to new lows 
in the first part of October. Weakening of department 
store sales, which fell below the corresponding month of 
last year for the first time in 1957, suggests that retail 
sales did not maintain the gain which has been viewed 
as a major source of strength in the business situation. 
The lag in production of steel, paper, petroleum, lumber, 
and a number of other commodities indicates that over-all 
industrial output may have fallen below the August level 
of 144 (1947-49 = 100): 

Other straws in the wind were the lower output of 
electric power, the decline in heavy construction awards, 
the drop in carloadings, and the marked fall-off in spot 
commodity prices. Brighter spots in the picture were in- 
creases in auto sales and increased output of paperboard. 


Machine Tool Orders Off 


Net new orders for machine tools fell from $55.5 mil- 
lion in July to $44.7 million in August. Although still 
above the May and June lows, August new orders were 
little more than half as large as in August a year ago. 

Shipments of machine tools amounted to $63.5 million, 
up from the July low of $58.7 million but well below 
August, 1956, shipments of $75.1 million. 


Construction Outlays Remain High 

September construction work set a new high, just 
above the previous one of $4.6 billion reached in August 
and 4 percent above September, 1956. It made the third 
quarter the most active three-month period on record 
with an annual rate of $47.4 billion after seasonal adjust- 
ment. This compared with a $46.8 billion rate for the first 
six months of 1957 and actual outlays of $46.1 billion in 
1956. 

Both private and public construction reached new 
highs. Increased public utility building activity raised pri- 
vate construction to $3.1 billion for the month. Expendi- 
tures for new residential building remained at the August 
level, but were 8 percent below September of last year. 
Industrial construction continued the decline which began 
in April, falling to $260 million, 2 percent below August 
and 6 percent below September, 1956. However, the nine 
months’ total for this field was still 7 percent above the 
corresponding period last year. Public construction 


climbed to $1.5 billion, 2 percent above August and 12 
percent above September last year. 

The significance of the increased total outlays, which 
put the figure for the first nine months of the year 2 per- 
cent above the corresponding period of last year, was 
qualified by the fact that building costs have risen by a 
greater percentage, so the physical volume of construction 
actually declined. Furthermore, construction contracts 
awarded have fallen below year-earlier levels for two 
consecutive months. Awards in August were 5 percent 
below August, 1956. A sharp decline in contracts for 
heavy engineering construction, particularly by public 
utilities, accounted for the drop as it did in July when 
total awards fell 4 percent below the year-ago estimate. 
On the other hand, residential building contracts rose 5 
percent above August last year, a 100 percent increase in 
apartment house contracts more than offsetting a 1 per- 
cent decline in awards for one- and two-family houses. 


Business Inventories Up, Sales Down 


The book value of business inventories rose during 
August by $200 million on a seasonally adjusted basis, 
whereas total manufacturing and trade sales fell by $400 
million after allowance for seasonal factors. The increase 
in inventories was split between retail and wholesale 
trade, with expansion in the stocks of automobiles in the 
hands of dealers accounting for most of the addition at 
the retail level and growth in holdings of nondurables 
accounting for that of wholesalers. 

The decline in sales was confined to manufacturing 
and affected both durable and nondurable goods producers. 


Consumer Debt Rises 


Consumers expanded their outstanding debt by $516 
million in August, with $346 million in additional install- 
ment debt and $170 million added to noninstallment debt. 
The increases raised installment debt outstanding to $33 
billion and total consumer debt to $42.9 billion. 

The gain in installment debt was about the same as in 
August last year, but little more than half that of August, 
1955. All types of consumer debt increased during the 
month, with advances of $160 million in automobile paper 
and $106 million in personal loans accounting for most of- 
the growth in installment debt and an addition of $143 
million to charge accounts making up the major part of 
the gain in noninstallment debt. 
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Lags in Government Action 


Last month, President Eisenhower appointed an “Anti- 
Inflation Committee” to meet with him for the purpose of 
reviewing developments and policies relating to the prob- 
lem of inflation. The committee consists of Secretary of 
the Treasury Anderson, Chairman Martin of the Federal 
Reserve Board, Chairman Saulnier of the Council of 
Economic Advisers, and top White House Economic Aide 
‘Gabriel Hauge. 

It was made clear in announcing the new committee 
that it was not being organized to undermine the Federal 
Reserve’s independence. In fact, FRB spokesmen indi- 
cated the committee would give Martin a better opportun- 
ity to present the Board’s position. 

Review of the background suggests that this action is 
one of those belated government moves that reflects the 
cumulation of pressures but resolves few if any of the 
underlying difficulties. Washington has been flooded with 
complaints, both from those who want prices restrained 
and from those who want funds to purchase or produce 
still more. However, the former have tended to dominate 
the mail to Washington through the spring and summer 
of this year. People always find taxes burdensome and are 
particularly irked when real incomes are cut further by 
rising prices. 


Any Need for Restraint? 


The whole furore has arisen at the end of a long 
period during which the consumer price index has doubled 
— from 60 just before World War II to 121 in August, 
1957 (1947-49 = 100). In the base years, the index was 
relatively stable; the first 40 points must clearly be at- 
tributed to the war. By the latter part of 1953, the index 
had reached 115; to the extent that these 15 points are 
not a continuation of World War II inflation, they may 
be attributed to the Korean War. At the end of 1955, the 
index was still at the same level. The last six points were 
added after food prices began to recover in the spring of 
1956. The controversy really centers around the last six- 
point increase, which is only a tenth of the total advance 
over the last two decades. 

The sharp differences between those who support a 
strong anti-inflationary position with such phrases as 
“sheer momentum” and “inflationary bias” and those who 
doubt the likelihood of continuing price advances can 
scarcely be resolved by analyzing the causes of the recent 
upsurge. The usual explanation, agreed upon by all, is 


that demands from all sectors of the economy — business, 
consumers, government, and exports—have pushed ahead 
too rapidly. There has been no agreement, however, as to 
whether the advance in total demand is temporary or 
permanent. But even beyond this lack of agreement as to 
the outlook, there is a difficulty in interpretation. It 
arises from the fact the price movement has not had the 
support of such traditional sources of inflationary pres- 
sure as over-full employment and Federal deficits. Un- 
employment has continued at the “normal” or “practical” 
minimum of 4 percent of the labor force, and the Federal 
government budget has shown surpluses in each of the 
last two years. 

Somehow, the strength of the price advance in recent 
years appears to have been associated with a basic shift 
in attitudes about the outlook. The depression-mindedness 
that persisted over the war years was displaced by a 
definite consciousness of prosperity. Labor saw an econ- 
omy capable of providing greater security and leisure for 
workers and sought to obtain the gains of increasing 
productivity, not just in money but in real wages. In- 
dustry felt that its markets were strong enough to enable 
it to pass on all cost increases through the application of 
pricing formulas that would facilitate financing of the 
new plant and equipment it considered necessary. Each 
has blamed the other for fueling the fires of inflation. 
Neither seems to have recognized that all were suffering 
from a common malady. 

In recent weeks, attitudes appear to be again shifting. 
Businessmen have increasingly expressed doubts as to the 
likelihood of any continuing price advance. The stock 
market has taken cognizance of a possible “cost-price 
squeeze” by declining to new lows. 

Commodity price movements also point to a petering 
out of the modest inflationary movement of the past two 
years. Sensitive commodity prices have fallen to new 
post-Korean lows. The general wholesale index has tended 
to drift downward gradually from the summer peak. The 
consumer price index has continued up only because of 
food price increases, partly seasonal in character, and 
long-term uptrends in rents and other services. 

When viewed as preliminary indications of a reversal, 
these price movements fit into the pattern revealed by the 
past history of business cycles. Excesses have typically 
been self-limiting, except in situations where war or 
other government programs supported the advance. The 
primary restraint that has been needed in the recent boom 
period is that of holding the money supply relatively 
stable. This restraint has been provided by Federal Re- 
serve policy, and it is therefore not at all extraordinary 
that the recent 6 percent “inflation” which was not de- 
rived from war programs should now be losing its steam. 


The Limitations on Government Action 

The only serious threat of inflation to be faced in this 
country derives from another major war or from other 
government programs calling for large increases in the 
money supply. Given peace, the only remaining possibility 
would seem to lie in large deficits incurred to prevent any 
substantial economic decline. Those optimists who stress 
the permanence of prosperity on the grounds that the 
government can and will do everything necessary to pre- 
vent recessions are in a sense the real advocates of infla- 
tion in this country, even though they may at times align 


_themselves with the anti-inflationists. 


Actually, however, there are elements in the current 
situation that call in question the government’s ability to 
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ILLINOIS INDUSTRIES AND RESOURCES 


THE LEATHER FOOTWEAR INDUSTRY 


Manufacture of shoes was first begun in the United 
States in 1629, when two British shoemakers began oper- 
ations under contract with the Massachusetts Bay Com- 
pany to make shoes for the colonists. Until the industrial 
revolution finally brought shoe-making into factories, 
manufacture was carried on primarily in the homes of 
the individual workers, who were often assisted by mem- 
bers of their families. 

Machine operations were organized during the nine- 
teenth century. In 1833 a machine was invented to join 
outsole to insole with pegs, similar to those used earlier to 
attach heels. By the time this machine came into general 
use, the Howe sewing machine, an instrument which 
sewed the uppers together, was introduced. In 1861, the 
McKay sewing machine for sewing the soles to shoes was 
developed and offered to manufacturers on a royalty 
basis, a practice which has continued as a feature of the 


industry to the present time. This procedure was of pri- 


mary importance because it made possible the establish- 
ment of a shoe factory with a small amount of capital by 
using leased machinery. Thus, the royalty system helped 
the industry to spread to the Midwest, where essential 
resources, such as an abundant labor supply and raw 
materials (hides), were readily available. The general 
movement of the American people also contributed to 
this shift. 


Leader in Footwear 


Today, the United States is easily the world’s largest 
producer of leather footwear. In 1955, it produced almost 
40 percent of the 1.5 billion pairs made that year. This 
manufacturing edge gave American civilians the world’s 
highest per capita shoe consumption. Output amounted to 
3.5 pairs per person that year compared with the world’s 
.68 pair. Consumption per capita was one and one-half 
times that of Canada or Great Britain and more than 
twice that of any other nation. 

Population growth, gains in income and level of living, 
and changes in buying habits have supported continued 
expansion in output during the past decade. Although the 
number of leather shoe manufacturing establishments de- 
clined 7.4 percent between 1947 and 1954, total shoe pro- 
duction increased 9 percent. 

The shoe industry employed more than 230,000 work- 
ers in 1954, of whom 91 percent were production workers. 
In each year since 1914, it has employed more than 
195,000 workers, a fact reflecting the stability of the 
industry. 

The nation’s 24,000 retail shoe stores provide the most 
important outlet for the shoes produced. These made 52 
percent of all shoe sales in 1954, with independent shoe 
retailers accounting for 32 percent, and chains (11 or 
more stores) the remaining 20 percent. In all, there are 
some 70,000 retail shoe outlets, including clothing stores 
and mail order houses. Department stores, constituting 
only 3 percent of all retail shoe outlets, sold about 16 
percent of the total dollar volume in 1954. 


Shoe Industry Organization 


The industry has become almost entirely mechanized. 
Many types of machines are required for the numerous 


operations in making shoes. In some systems, as many as. 


250 separate operations are necessary for the completion 
of a pair of shoes. Some procedures, such as cutting, still 
require a high degree of skill, but most operations are 
light, permitting extensive employment of women. 
Despite the mergers and amalgamations it has under- 
gone during and subsequent to mechanization, the shoe 
industry remains highly competitive. It has less concen- 
tration of productive capacity by individual firms than 
exists in most other important industries. A recent study 
by the Bureau of the Census revealed that the 50 largest 
shoe-producing companies accounted for less than half of 
total leather footwear output in 1954, Although the eight 
leading firms produced almost 30 percent of the 1954 total 
(34.7 percent in 1947), no other company produced as 
much as 1 percent. Entry into the industry has not been 
common in recent years since it is difficult to break into 
the established retail distribution set-up. Hence, the major 
companies are rather firmly entrenched. Except for the 
large companies, most producers do not operate over the 
whole field but confine their output to certain products in 
a given price range. Various aspects of the industry, such 
as mechanization of plants, decentralization with the con- 
sequent opportunity to move into lower wage areas, and 
the extensive employment of women, have resulted in 
lower wage scales than are found in many industries. 


Shoe Manufacture in Illinois 


Shoe manufacturing has spread out considerably in 
the United States during the past hundred years, but 
production is still centered in certain areas. For example, 
10 states, including Illinois, have consistently accounted 
for more than 85 percent of output. 

Although its importance as a shoe-making state has 
declined in recent years, Illinois still ranked seventh last 
year, producing 4.8 percent of the national total. About 


29 million pairs were manufactured in the State last ° 


year, a decline of nearly 5 million pairs since 1947. Illi- 
nois had 52 establishments in 1954; they employed more 
than 15,000 persons, a loss of more than 4,000 workers 
since 1947. Nearly 83 percent of the State’s factories in 
1954 employed more than 20 workers, the average number 
per plant being 295. 

Nearly one-third of the shoe and slipper factories of 
the State are found in Chicago where skilled workers 
are generally available for the production of certain 
types of high-quality shoes. The remainder, primarily 
engaged in manufacture of medium-quality shoes, have 


located downstate to enjoy advantages of a cheaper labor ~ 


supply in highly mechanized plants. 

Because of its large population and favorable location, 
Illinois is fourth in number of retail shoe stores, with 
more than 1,500. Sales volume from these stores totaled 
$129.7 million in 1954, the fourth highest state total. 
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STATISTICAL SUMMARY OF BUSINESS ACTIVITY 


SELECTED INDICATORS UNITED STATES MONTHLY INDEXES C 
Percentage changes July, 1957, to August, 1957 
-30 0 ° +0 + +30 Percentage 
COAL PRODUCTION tem 1957 Jul August el 
95 1956 
Vi 
ELECTRIC POWER PRODUC TION Annual rate pI 
in billion $ pe 
Personal income!............. 347 .3* + 0.3 | + 5.5 h 
owt Manufacturing! t 
1 ay 343.2" — 1.4] + 3.6 pr 
54.1%. > 0.0} + 9.3 pe 
New construction activity! wi 
CONSTRUCTION CONTRACTS Private residential.......... 18.6 0.2; -—7.1 
Private nonresidential... ... . 18.6 +44/]+6.8 ye 
17.9 + 9.9 | +10.2 in 
Foreign trade! A 
Merchandise exports........ 20 . 3° — 5.4] + 3.2 m; 
Merchandise imports....... . 13.7° +16.2 | + 8.8 
Excess of exports........... 6.6° —31.5| — 6.8 wi 
Consumer credit outstanding* 
Total credit................ 42.9 | 4+ 1.2] + 7.5 Pl 
Installment credit.......... 33.0» + 1.1] + 7.8 
US. Business loans?............... | +09|+9.8 
Cash farm income’............ 29. 3° +17.9 | + 3.1 
Indexes pe 
(1947-49 thi 
Industrial production? = 100) for 
Combined index............ 144* 0.0 | + 0.7 
Durable manufactures....... 162 0.0; + 2.5 
ILLINOIS BUSINESS INDEXES Nondurable manufactures... 131" ma 
Manufacturing employment‘ $37 
August Percentage Production workers......... 104 - 0.3) — 1.6 
— 1957 change from Factory worker earnings* 
(1947-49 July | August Average hours worked...... . 100 +0.5/ — 1.0 “py 
= 100) 1957 1956 Average hourly earnings... . . 156 0.0| + 4.5 rec 
Average weekly + + 2 sur 
234.3 3 7 onstruction contracts awar — 2. — §. 
74.0 Department store sales*....... 1344 | + 1.5] + 3.9 
Employment —manufacturing*..| 106.0 — Consumer price index‘......... 121 + 0.2 | + 3.6 equ 
Weekly earnin manufacturing} 153.9 — 0.9) + 4.6 Wholesale prices* 
Dept. store sales in Chicago*....| 128.0° | + 4.1] + 7.6 All commodities............ 118 + 0.1 | + 3.1 
Consumer prices in Chicago’....} 124.1 0.0; + 3.4 Farm products............. 93 + 0.2) + 4.4 
Construction contracts awarded*| 302.2 +13.0 n.a. 107 — 0.5 | + 4.0 : 
177.7 | — 5.2| + 6.8 Other. 126 + 0.2) + 2.8 
86.0 + 1.2] + 2.4 Farm prices* 
Life insurance sales (ordinary)’. . 283. 2 2.7 +24.0 Pala by farm + 
1 Fed. Power Comm.; ? Il. of Mines; * Ill. Dept. of Labor; 
‘Fed. Res. Bank, 7th Dist.; *U. S. Bur. of Labor Statistics; *F. W. 1U. S. Dept. of Commerce; ? Federal Reserve Board; *U. S. Dept. 
Dodge Corp. ™ Fed. Res. Bd.; * Ill. Crop Rpts.; ® Life Ins. Agcy. Manag. of Agriculture; ‘U. S. Bureau of Labor Statistics; 5 F. W. Dodge Corp. 
Assn.; % Ill. Geoi. Survey. * Seasonally adjusted. © As of end of month. © Data are tor July, 2 
«July data; comparisons relate to June, 1957, and July, 1956. 1957; comparisons relate to June, 1957, and July, 1956. 4 Based on 
» Seasonally adjusted. n.a. Not available. official indexes, 1910-14 = 100. 
UNITED STATES WEEKLY BUSINESS STATISTICS P 
1957 1956 | 
Item 
Sept. 21 | Sept. 14 Sept. 7 Aug. 31 Aug. 24 | Sept. 22 ' 
Production: 
Bituminous coal (daily avg.)......... thous. of short tons..} 1,678 1,683 1,716 1,677 1,658 1,675 5 
Electric power by utilities........... mil. of kw-hr........ 11,991 11,947 11,678 12,147 12,023 11,482 
Motor vehicles (Wards)............. number in thous.... . 64 103 108 139 144 50 
Petroleum (daily avg.).............. thous. bbl...........} 6,840 6,821 6,807 6,766 6,789 7,063 
1947-49=100....... 122 122 120 122 122 144 
eer thous. of cars....... 725 741 646 745 759 822 
Department store sales................ 1947-49=100....... 126 131 113 134 121 131 
Commodity prices, wholesale: K 
< 1947-49=100....... 117.8 118.1 118.3 118.0 118.0 115.5* 
Other than farm products and foods. .1947-49=100....... 125.8 125.8 125.9 125.6 125.7 123.1* 
1947-49=100....... 87.4 87.9 88.3 88.4 88.8 91.9 
Finance: e 
Failures, industrial and commercial...number............ 287 237 208 262 260 262 
Source: Survey of Current Business, Weekly Supplements. * Monthly index for September, 1956. S 
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Consumer Price Advance Continues 


The consumer price index recorded its twelfth con- 
secutive monthly increase in August. The 0.3 percent 
climb during the month brought average prices to 121.0 
(1947-49 = 100). The principal cause for the latest ad- 
vance was the substantial upward movement in food 
prices. Although the 0.5 percent rise in food prices was 
only half that of the previous month, it still represented 
the largest advance for any category and brought food 
prices to a new all-time high of 117.9. This is about 1.2 
percent above the previous record peak of August, 1952, 
which was surpassed in both July and August of this 
year. Cigarette prices, which had experienced a sharp 
increase during the preceding month, leveled off in 
August. With the exception of food, all major groups 
maintained a relatively stable position during the month 
with price increases ranging from 0.1 to 0.2 percent. 


Plant and Equipment Expenditures 

The August survey by the Securities and Exchange 
Commission and the Department of Commerce indicates 
that capital outlays for new plant and equipment are ex- 
pected to level off at a high rate during the second half of 
this year and to establish a record total of $37 billion 
for 1957. 

During the second quarter American business firms 
made actual expenditures at a seasonally adjusted annual 
rate of $37 billion and anticipated outlays at a rate of 
$37.2 billion in the third and fourth quarters. 

However, judging from the discrepancies which have 
appeared between expectations and actual expenditures 
recently, it would seem that the optimism of the August 
survey should be subject to some qualification. Since the 
second quarter of 1956, actual outlays for new plant and 
equipment have consistently failed to come up to pre- 
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Source: U. S. Department of Commerce. 


RECENT ECONOMIC CHANGES 


liminary forecasts. The deficiencies during this period 
have averaged more than $1 billion at annual rates. 

Further evidence of a need for qualification is fur- 
nished by the National Industrial Conference Board, 
which reports that second quarter reductions in capital 
appropriations by the 1,000 largest manufacturing com- 
panies were greater than is seasonally normal. In addi- 
tion, outlays during the second three months exceeded 
commitments so that there was actually a decline in the 
appropriations backlog to about the level of last year. 
However, the remaining backlogs are still very large, 
about $10.0 billion at midyear, and indicate that manu- 
facturers’ capital outlays will continue as an element of 
strength in the economy during the months immediately 
ahead even if expenditures do fall short of expectations 
for the last two quarters. 


Manufacturers’ Sales and Inventories 


On a seasonally adjusted basis, manufacturers’ sales 
fell off slightly during August from the $29 billion level 
in July. Sales in August were about $400 million less 
than in the previous month with the durable goods in- 
dustries absorbing most of the reduction. All of the major 
durable goods industries, with the exception of the trans- 
portation group, shared in the decline in sales. Compared 
with last year, after allowance for seasonal and working 
day differences, manufacturers’ sales were up about 4 
percent with the durable and nondurable goods industries 
sharing about equally in the gain. 

Inventories held steady during August at the previous 
month’s level of $54.1 billion, whereas new orders dropped 
by $100 million to $27.2 billion. Although shipments de- 
clined more than new orders during the month, the value 
of shipments still exceeded new orders by $1.5 billion, 
continuing the downtrend in unfilled orders which started 
last winter. 

Movements of sales, orders, and inventories in durable 
goods industries are depicted in the chart. Inventories 
continue their advance which began in late 1954 whereas 
new orders, after a brief upturn in May, have resumed 
their downward movement. At the end of August the 
ratio of inventories to sales for the durable goods indus- 
tries was about 2.24. This compares with a ratio of 2.10 
a year ago. 


Individuals’ Savings | 

Savings b; individuals in the United States reached 
$9.2 billion in the first six months of 1957 — $2.0 billion) 
larger than in the first half of 1956. The high volume of 
saving through June mainly reflected increased personal 
income and a reduction in the expansion of individuals’ 
debts. 

Savings in the second quarter amounted to $3.2 bil- 
lion, much lower than the figure for the first quarter. 
However, the discrepancy was in large part the result of 
seasonal factors. As has been the pattern in recent years, 


_ purchases by individuals of United States government 


bonds, other than savings bonds, were small in the second 
quarter compared with substantial acquisitions in the first 
three months. In addition, there was a growth in con- 
sumer indebtedness during the April-June period in 
contrast to the reduction of the previous quarter. Never- 
theless, savings in the second quarter of 1957 were still 
considerably greater than the $2.0 billion of the corre- 
sponding 1956 period. 


(Continued on page 8) 
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THE QUEST FOR TIGHT MONEY 


PAUL T. KINNEY, Assistant Professor of Finance 


Tight money is a characteristic of the economy today 
and has dominated the money and capital markets during 
much of the past two years. Interest rates have risen 
sharply; short-term rates have moved to new post-depres- 
sion highs, and in the bearish bond markets, yields have 
also risen to quarter-century peaks. The quest for tight 
money has pinched the reserve positions of commercial 
banks and has forced them to increase their borrowings 
from the Federal Reserve. In short, the money markets 
are tighter today than at any time in recent history. 

The condition of tight money is a matter of degree 
rather than kind. It is characterized by a dearth of loan- 
able funds relative to the demand for loans, and conse- 
quently, by relatively high prices paid for the use of 
borrowed funds (i.e., high interest rates). Tight money is 
also reflected in depressed bond prices and a decrease in 
the spread between interest rates on securities of different 
maturities. 

As a weapon against inflation, a tight money policy is 
implemented through the joint action of the Federal 
Reserve and the Treasury. These institutions have co- 
ordinate powers for forcing interest rates up and restrict- 
ing the lending power of banks. The policy goal of tight 
money has been pursued most of the time since 1955. 


Two Years of Credit Restraint 


The beginnings of the present tight money policy 
stem from the spring of 1955, when the economy was 
bouncing back from a recession of the previous year. The 
recovery phase was in full swing. Employment and out- 
put were rising steadily and adding their bit to the un- 
mistakable signs of prosperity. Buyers were showing 
renewed interest in installment purchases. Businesses 
were increasing their borrowings in anticipation of a 
general increase in consumer demand. 

Changing economic conditions signaled a shift in 
Federal Reserve policy to one of credit restraint. The 
Federal Reserve moved early to forestall the excesses of 
an unbridled credit boom. Each of the 12 Federal Reserve 
banks increased their discount rates in four steps from 
1.5 to 2.5 percent during the year ending in the spring of 
1956. At the same time member banks of the Federal 
Reserve System found their reserve positions restricted 
through Federal Reserve open market sales of United 
States government securities. In the face of rising money 
costs and tighter reserve positions, member banks in- 
creased their borrowings from the Federal Reserve, to the 
point where they exceeded excess reserves by the middle 
of 1955. As indicated by Chart 1, free reserves disap- 
peared by that time. 

The object of these actions by the Federal Reserve 
was to restrict credit expansion by putting a damper on 
the lending power of commercial banks. By absorbing 
free reserves through open market operations, the Fed- 
eral Reserve limited the member banks to two alternatives 
if they wished to expand their loans: They could borrow 
from the Federal Reserve banks at penalty rates, or they 
could sell some of their earning assets in order to obtain 
additional reserves. 

Commercial banks met their new demands for credit 
by both courses of action. Member bank borrowings from 
the Federal Reserve increased sharply during 1955 and 
have continued at relatively high levels since that time. 


Bank holdings of United States government securities 
dropped from a peak of over $70 billion in November, 
1954, to about $56 billion in the third quarter of 1957. 

Short-term rates generally made sharp advances dur- 
ing 1955. Rates on prime commercial paper more than 
doubled during the year and stabilized briefly at about 3 
percent by the end of 1955. At the same time the volume 
of prime paper increased by more than 20 percent. Market 
rates on 3-month Treasury bills continued their bold rise 
which had begun in June of the previous year. Starting 
at a low of less than one-half of 1 percent, the Treasury 
bill rates jumped to 2.5 percent by the end of 1955. In 
contrast to the sharp rise in short-term rates, yields on 
bonds did not rise much during 1955. (See Chart 2.) 

In the face of costlier credit and monetary restraint, 
the economy continued its expansion in full swing. Cor- 
porate profits rose sharply; so did the prices of common 
stock. The volume of bank loans expanded in disregard of 
both the sharp rise in interest rates and the restrictive 
pressures on bank reserves. 

From the spring of 1956 until mid-1957, with the stock 
market holding near the high, the economy showed some 
outward signs of continued expansion. Yet the main ad- 
vances were in prices rather than in production, and 
profits were unable to match the peak of late 1955. Meas- 
ures of living costs showed substantial increases; whole- 
sale and consumer prices climbed steadily during the 
15-month period. 

Throughout much of this period of rising prices and 
relatively stable production, the quest for tight money 
continued in earnest. Discount rates of the Federal Re- 
serve banks moved up to 3 percent in the fall of 1956. 
Other short-term rates advanced accordingly. After 
floundering briefly during mid-1956, yields on 3-month 
Treasury bills regained their previous levels and advanced 
above the 3 percent discount rate. By the end of 1956, 
3-month Treasury bill rates were more than six times 
higher than their lowest level in 1954. 


CHART 1. MONETARY DEVELOPMENTS 
PERCENT 
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Source: Federal Reserve Board. 
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A notable shift in interest rate structures had occurred 
by the end of 1956, Short-term rates had been rising since 
1954. Bond yields also registered substantial gains in 1956 
. but not in proportion to the advances in rates on shorter 
maturities. Thus by the end of the year, short-term rates 
were approaching the yields on longer-term issues; the 
spread in interest rates had narrowed considerably. 

In terms of interest rate changes, tight money began 
to have considerable effect during 1956. However, com- 
mercial banks continued to expand their loans at nearly 
the same rate as in 1955. As in the previous year, bank- 
held United States government securities declined, and 
member bank borrowings from the Federal Reserve con- 
tinued at relatively high levels. 

A momentary reversal in tight money conditions co- 
incided with the Christmas holiday season of 1956. In 
answer to seasonal increases in the demand for loans, 
Federal Reserve banks took action to ease the reserve 
positions of member banks; subsequently member bank 
borrowings from the Federal Reserve banks decreased, 
and “free reserves” reappeared briefly during the holiday 
season. As an aftermath of temporary increases in bank 
reserves, bond yields and short-term rates declined mod- 
erately in the first quarter of 1957. Thereafter renewed 
efforts to restrict money and credit conditions were re- 
flected in interest rate changes and in the reserve position 
of member banks. 


Monetary Conditions in 1957 


The quest for tight money continued through Sep- 
tember, 1957. With the exception of the momentary easing 
of money conditions in the first quarter, there was no 
basic change in tight money policy during this nine-month 
period. Interest rates generally advanced further. Short- 
term rates established new highs. Member bank reserves 
were under increasing pressure from the Federal Reserve. 

Reversing moderate declines in yields during the first 
quarter of 1957, short-term rates forged ahead in the 
succeeding months. By August the 3-month Treasury bill 
rate had reached its highest level in the 24 years since 
the bank holiday of 1933. Further increases in September 
brought the bill rate up to 3.6 percent. From its 3 percent 
level established a year earlier, the Federal Reserve's 
discount rate was increased to 3.5 percent in August. 
Other short-term rates moved up accordingly. 

A traditional policy of the Federal Reserve is to 
maintain discount rates above the current Treasury bill 
rate. However, as indicated in Chart 2, the opposite rela- 
tionship has prevailed for nearly a year. Such an arrange- 
ment weakens the ability of the Federal Reserve to 
control bank reserve positions and presents a situation 
whereby commercial banks might profit through trading 
in Treasury bills with funds borrowed from the Federal 
Reserve banks. The August increase in the discount rate 
did re-establish the traditional bill-discount rate relation- 
ship for a short time, but subsequent increases in the bill 
rate occurred in September. For most of the month the 
bill rate was higher than the new 3.5 percent discount 
rate. 

Anticipating the August increase in the Federal Re- 
serve banks’ discount rate, private short-term lenders 
advanced their rates early in August. Prime loan rates 
increased to 4.5 percent. Dealers in bankers’ acceptances 
advanced their rates; commercial paper rates increased 
at the same time. 


Recent Effects of Treasury Financing 
The Treasury has been instrumental in implementing 
tight money policy in 1957 as well as during the two 


previous years. In turn the Treasury’s debt management 
operations have felt the impact of tight money reflected 
in cautious bidding for new issues and in higher interest 
costs of government debt outstanding. A heavy volume of 
refunding in July produced a 4 percent rate on the short- 
and intermediate-term securities included in the $24 bil- 
lion exchange offering. The high rate, plus the fact that 
the exchange offering was not fully subscribed, were 
major influences on the market’s anticipation of further 
rate increases during succeeding weeks. Reluctant bidding 
on an August special issue of 237-day Treasury bills 
pushed yields up to a high of 4.30 and an average of 4.17 
percent for the issue. 

A rate level of 4 percent seemed to be excessive 
when, in September, a $3 billion Treasury offering of 
12-year bonds, 3-year notes, and l-year certificates was 
greatly oversubscribed. For the $500 million 12-year 4 
percent bonds included in the offering, subscriptions 
totaled $4.6 billion; the combined subscription for the 
three maturities was $13.6 billion. With so substantial an 
oversubscription the tightness of money might be ques- 
tioned. Yet subsequent trading in these new securities 
depressed their prices below par. 

Aside from the short-lived easing of money condi- 
tions at the beginning of the year, tight money was 
strongly affecting bank reserves and beginning to influ- 
ence the volume of bank loans during the first nine 
months of 1957. Loans and investments of member banks 
increased a moderate 3.4 percent during the year ending 
in July, 1957. Compared with the previous year, this 
represented a significant reduction in the rate of increase 
in bank loans and investments. Businss loans by major 
New York banks expended by $459 million during the 
first nine months of 1957, compared with an increase of 
$1,613 million for the corresponding period in 1956. In 
the third quarter, the New York banks decreased the 
volume of their loans by $180 million; for the correspond- 
ing period in 1956 these banks had increased their loans 
by $624 million. 

As in the two previous years of credit restraint, ex- 
pansion in bank loans in 1957 was accompanied by a 
divestment of some bank holdings of Treasury securities, 
although the rate of divestment declined relative to the 
previous two years. Showing strong preference for 
shorter maturities, commercial banks coupled their divest- 
ment with a shift in the maturity distribution of their 
portfolio. While reducing their holdings of Treasury 
notes during 1957, member banks increased their invest- 
ment in shorter-term bills and certificates. 


CHART 2. INTEREST RATES 
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Reserve positions of member banks remained under 
pressure during most of the year. Member banks con- 
tinued to borrow heavily from the Federal Reserve banks 
during 1957. In the third quarter, average monthly bor- 
rowings were about $500 million greater than their aver- 
age excess reserves and nearly twice the monthly average 
for the corresponding period of the previous year. 


Tight Money Today 


At the close of the third quarter of 1957 tight money 
prevailed, and few outward signs gave any indication of 
a reversal of tight money policy in the immediate future. 
The month of September ended with interest rates at or 
near their high point of the year. Reserve positions of 
member banks had not eased by the end of the month. 
The money and capital markets signaled no basic change 
in money conditions as of the end of the third quarter. 

Yet beneath the semblance of continued tightness are 
indications of an easing of monetary conditions in the 
months ahead. General business indicators point to a 
probable downturn in economic activity in the near 
future. Private investment- expenditures have leveled off 
in the third quarter; the rate of credit expansion has 
slackened; a curtailment of production and employment 
has occurred in some industries. Security prices have 
tumbled since July. Other business indicators point to a 
probable downturn in the level of business activity in the 
near future. To the extent that these signs of business 
decline become more obvious, an easing of monetary con- 
ditions will occur, and tight money policy will be shelved 
until inflationary pressures again predominate. 

During the recent reign of tight money, the fight 
against inflation has been more a delaying action than a 
decisive victory. Even though prices continued to rise, 
living costs increased, and inflationary trends generally 
prevailed, official policy may be recognized as helping to 
restrain the advance. The demand for funds is currently 
continuing at peak volume, with new issues by both gov- 
ernment units and business concerns pressing the market. 
As long as these conditions prevail and unemployment 
remains at a practical minimum, policy is not likely to be 
reversed. 


Recent Economic Changes 
(Continued from page 5) 


Of major’significance was a sharp upturn this year in 
investments in corporate bonds and stocks by individuals 
in response to the record volume of securities offerings 
and higher yields available. During the second quarter, 
savings in this form continued at the high levels set in 
the first three months of the year, about three times 
greater than the $500 million of the second quarter of 
1956. 

Another important factor contributing to the increase 
in savings over the 1956 levels was the slower expansion 
of mortgage debt during the second quarter of this year. 
During this period individuals’ mortgage indebtedness 
rose only $2.1 billion compared with $2.7 billion for the 
second quarter of 1956. The decline reflected a fall-off 
in new home construction activity. Other consumer debt 
increased $1.5 billion, the same as last year. 


Lags in Government Action 
(Continued from page 2) 


act promptly and effectively to keep the forces of defla- 
tion in check. The pressures that determine action in this 
government work only slowly, with considerable lag. 
First, the situation has to develop to the point where the 
intensity of sentiment on one side of an issue overwhelms 
the counterbalancing pressure on the other. Then, the ex- 
citement and indignation have to be communicated 
through channels that cannot transmit them instanta- 
neously, and after being transmitted they cannot imme- 
diately pierce the preoccupation of busy executives. 
Finally, there is a lag between decisions to move and the 
corrective actions that are undertaken. 

The pressures and policies built up in a situation of 
this kind tend to continue in operation after the need for 
them no longer exists. Near the close of the last session 
of Congress, Senator Bush (R-Conn.) introduced a bill 
to amend the Employment Act of 1946. It is a seemingly 
innocuous amendment, which merely adds price stability 
to the other goal of national policy. In the act as it now 
stands, there are already a series of qualifications which 
could delay bringing it into play for the purpose of max- 
imizing employment. Perhaps the amendment overlooks 
the fact that there are situations which call for anti- 
recession action even though the cost of living is still 
moving up— for example, in the early stages of a de- 
cline, when the consumer price index is still moving up 
by reason of lag effects alone. In any case, its main effect, 
if adopted, would be to set up additional obstacles to the 
effective functioning of government toward the goal the 
act was originally designed to promote. 

Something of the same philosophy seems to be writ- 
ten into the Administration’s Mid-Year Review of the 
Federal Budget. It seems to take for granted that the 
conditions recently experienced will prevail throughout 
fiscal 1958. There are statements that this will be “the 
third successive year in which the Federal Government 
will receive more in taxes and other revenue than it will 
spend” and “the fifth successive year in which new ‘vbli- 
gational authority is lower than revenues.” The entire 
focus of the Review is on the importance of maintaining 
the surplus and reducing new obligational authority. The 
effects of these objectives are primarily to put anti- 
deflation policy in a strait-jacket. They tie the gov- 
ernment’s hands in respect both to cutting taxes and to 
accelerating expenditures under existing authority. 

There will always be obstacles to any kind of gov- 
ernment action, and for this reason alone, fears that anti- 
deflation policy might be carried so far as to produce 
all-out inflation may be considered pointless. When the 
time comes to combat deflation wholeheartedly, the gov- 
ernment will no doubt act to mitigate the unfavorable 
effects of the decline. There is nothing in the entire pic- 
ture, however, to encourage confidence in the idea that its 
efforts could or should try to bring any decline promptly 
to a halt. 

It is to be hoped that the President’s Anti-Inflation 
Committee will not become so bogged down in presenta- 
tion of fixed points of view as to reach a doctrinaire 
stalemate. Such a stalemate would, of course, be broken 
in the event that the current recession accelerates. The 
committee’s role may in that case turn out to be quite 
different from what was intended. VLB 
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BUSINESS BRIEFS 


PUBLICATIONS AND DEVELOPMENTS OF BUSINESS INTEREST 


Watch Your Speed 


A new auto speed control is the Speedostat, which 
is produced by the Perfect Circle Corporation. The manu- 
facturer states that through the use of a dial on either 
the steering column or the dashboard, the driver can 
select an appropriate speed, remove his foot from the 
accelerator, and maintain a constant speed. Application 
of pressure on the brake pedal cuts off the automatic 
operation. Speedostat can also be used as a conventional 
governor by selecting the desired speed and continuing 
to use the gas pedal. Although a 24-pound back pressure 
on the pedal warns the driver of the cruising limit, the 
pressure may be overcome in emergency situations. This 
device may be offered as optional equipment on some 1958 
auto models. 


Life Insurance 


Life insurance in the United States set a new record 
in 1956 with 106 million policyholders owning policies 
with a total face value of $413 billion, an average of 
$7,600 per family. The Institute of Life Insurance states 
that this all-time high was nearly two and one-half times 
the amount owned in 1946, and about two-thirds more 
than that held in 1951. 

A marked redistribution of policy types was recorded 
over the ll-year period (see chart). Of the four cate- 
gories of life insurance — ordinary, group, industrial, and 
credit — ordinary policies accounted for 58 percent of the 
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Source: Institute of Life Insurance, Life Insurance Fact 
Book, 1957. 


total coverage in 1956, a decline from 66 percent in 1946. 
The proportion of industrial insurance, a small-unit type 
of insurance paid for on a weekly or monthly basis, also 
declined over that period. On the other hand, group in- 
surance expanded from 16 percent of the total to 28 per- 
cent. The issuance of policies to smaller groups — usually 
with a minimum of 10 members — in an increasing num- 
ber of states has been one of the major factors in group 
growth. Credit insurance, covering loans in the event of 
death, rose from a fraction of 1 percent to 4 percent of 
the total. 


Consumer Financial Holdings 


In early 1957, more than three-fourths of all spending 
units reported owning either liquid assets or marketable 
securities, according to the results of a survey conducted 
by the Federal Reserve System in cooperation with the 
University of Michigan Survey Research Center. Of 
these spending units, more than one-half had holdings. of 
less than $1,000, whereas almost one-sixth reported $5,000 
or more. Nearly all the owners had some liquid assets, but 
only 11 percent owned marketable securities. 

A decided shift in the composition of liquid assets 
during the past decade was evident. The proportion of 
units holding checking accounts rose from one-third in 
1946 to over one-half in 1957; the proportion having 
savings accounts also rose. On the other hand, those with 
savings bonds declined substantially — from two-thirds to 
one-third. These changes have reflected the increasing 
recognition of the convenience of the payment-by-check 
system; the increasing interest rates and dividends avail- 
able on savings accounts, savings and loan shares, and 
credit union shares; and the redemption of savings bonds 
purchased during the war. 


Electric Power Consumption 


Sales of electric power in the United States jumped 
to 529 billion kilowatt-hours in 1956. This new high was 
a gain of one-tenth over the previous high in 1955 and 
nearly twice the amount recorded in 1950. Sharp in- 
creases in residential and industrial sales dominated the 
year-to-year changes (see table). 


Kilowatt-hours Percent change 


Class of service (billions) 1955 to 1956 
Street and highway lighting. .... 4.7 +8.3 
Other public authorities......... 11.0 +8.6 
Railways and railroads.......... 4.4 —3.3 
Interdepartmental.............. 0.6 +3.0 


Growth of residential sales has been relatively uni- 
form during the postwar period. With an estimate of 
over one million new customers and a continued boom in 
the sale of electrical appliances, residential sales are ex- 
pected to reach 150 billion kilowatt-hours in 1957. 

Industrial sales fluctuated more than residential sales, 
and although they increased less over this period, they 
maintained a two-to-one ratio. Railways and railroads, 
which accounted for nearly 10 percent of total sales in 
1926, dropped to less than 1 percent in 1956. 
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LOCAL ILLINOIS DEVELOPMENTS 


Seasonal rises highlighted Illinois business activity 
during August with most indicators recovering all of the 
seasonal loss suffered a month earlier. Coal production 
bounced back with the greatest force, jumping nearly one- 
fourth over July. Construction contracts awarded also 
recorded a strong gain of more than one-eighth. 

August gains brought most indexes above their cor- 
responding 1956 levels. Life insurance sales led the way 
with a 24 percent jump; business loans extended by lead- 
ing Chicago banks gained more than 11 percent. Produc- 
tion of electric power, seasonally adjusted department 
store sales in Chicago, and bank debits for selected IlIli- 
nois cities increased by 7 percent or more. On the other 
hand, petroleum production declined 28 percent. Coal pro- 
duction and manufacturing employment also failed to 
meet year-ago levels. 


Industrial Roundup 


Industrial gains in Illinois are reflected both by plant 
additions and by new plants. A plant addition is planned 
by the National Petro-Chemical Corporation in Tuscola. 
A new plastics compounding plant is planned for comple- 
tion in mid-1958 and will boost production by one-fourth 
to 125 million pounds per year. 

Indiana Standard Oil Company has scheduled the 
construction of two refinery facilities at Wood River. The 
two facilities are a fluid catalytic cracking unit with a 
capacity of 30,000 barrels a day and a crude oil distillation 
unit with a capacity of 67,500 barrels a day. Planned ‘for 
completion in early 1959, the units will increase the Wood 
River installation’s processing capacity by 30 percent. 

Plans for a $600,000 propane-air gas plant to be used 
for domestic gas production in Champaign have been ap- 
proved by the Illinois Commerce Commission. The Illinois 
Power Company stated that the plant, to be completed 
during the winter of 1957-58, will enable the company to 
provide service to a larger number of customers as well 
as to have an emergency gas supply on hand. 

The Bagpak division of the International Paper Com- 
pany, a new industry entering Litchfield, has scheduled 
the completion of its plant early in 1958. Covering about 
60,000 square feet, the building is located on a 20-acre 
tract. Approximately 200 persons will be employed by the 
firm when it reaches full operation. 


Driver Education Program 


New life has been injected into driver education 
programs in Illinois high schools with the legislative 
approval of a bill raising the driver license fee from $1 
to $3. The $3 million additional annual income from this 
fee will be used to form a reimbursement fund. 

High schools offering a driver education course and 
meeting state standards are eligible for repayment of 
annual expenses up to “$30 per student. In order to be 
considered eligible, a school program must be made avail- 
able to any applicant in the district between the ages of 
15 and 21. In addition, each pupil must have a minimum 
of six hours of behind-the-wheel instruction and 30 hours 
of class work. 

By mid-September, about 200 schools had applied for 
inclusion in the reimbursement program. Although 347 
schools offered some kind of course last year, some of 
these schools had only token programs. Eight or ten of 
the first 200 have never offered any type of course. Other 
schools have set up trial programs. If the driver training 


course appears to be workable during the first few 
months, the school may apply for reimbursement on the 
pupils it has taught. 


Soil ‘*Slick’’ Tests 


About a million acres of southern Illinois farm land 
has been classified as “slick” — that is, relatively poor to 
unproductive. These slick spots are areas in which the 
land is nonporous and resembles clay. They are powdery 


white and concrete hard when dry and slippery when . 


wet. The spots can snuff out plant life—even weeds — 
leaving the area more subject to erosion. 

In an effort to determine the cause of and cure for 
this problem that has plagued farmers for years, the 
state and Federal departments of agriculture surveyed 
the problem and took soil samples for analysis. Under 
the direction of Robert Lawson, state agronomist for the 
United States Soil Conservation Service, experimental 
study plots will be established in Washington County. 
The soil is known to be high in sodium sulphate, low in 
needed minerals, and almost void of organic matter. The 
findings of this study will be used as a basis for reclama- 
tion efforts which will include fertility treatments and 
attempts to increase organic matter. 


New Record for Business Loans 

Seasonal needs in addition to booming business 
pushed business loans at leading Chicago banks to a new 
high in September, over $3.1 billion. The total outstand- 
ing at midmonth was nearly 13 percent above the Feb- 
ruary low this year and 15 percent above the year-ago 
level. As may be seen in the accompanying chart, the 
1957 rise is a strong continuation of the upward move- 
ment which began in 1955 and which contrasts strongly 
with the 1954 movements. The high level of consumer 
spending reflected by increased sales of all major retail 
groups over a year ago is one of the major factors behind 
the gains. 


BUSINESS LOANS BY CHICAGO BANKS 
MILLIONS OF DOLLARS 
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COMPARATIVE ECONOMIC DATA FOR SELECTED ILLINOIS CITIES 
August, 1957 
Electric Estimated 
Buildin - Bank Postal 
Permits! ment Store | Debits Receipts! 
uly, —16. —5. —5. 
Percentage change from... ... \Aug., 1956....| —19.4 48.9 +6 +68 +16 
NORTHERN ILLINOIS 
Percentage change from 1956...) 42.5 +7 +70 
uly, +14 +1.9 +15.4 

Percentage change from By 1956....| —41.0 42 +56 

422 n.a. $ 5,863 $ 42 $ 84 

uly, —9. +27 —4.2 +34. 3 

Percentage change from 1956....| —43.4 +81 +8 +10.8 

Percentage change from 1956....| +44 +4 +71 +144 

ge Be 1956... .]+1,762.5 +9.9 +32.6 

uly, —58. —3. na. —2. 

Percentage change from....{ 1956....| —55.2 +17.3 +10.7 +142 —11.2 

uly, +7.1 -7.8 +11 +5.5 +2.6 

Percentage change from... 1956....| —28.7 +8.7 +8.7 0 +4.4 —0.2 
CENTRAL ILLINOIS 

uly, 207. +12. +4. n.a. +1.6 +17.7 

Percentage change from. 1956....| +617.5 +10.0 +11.9 +48 -5.3 

uly, ‘ n.a. 

Percentage change from 1956 ~25.6 424.0 +10.8 42.1 

uly, —90.4 +12.6 +3.3 +16 —0.2 —2.4 

Percentage change from 1956 +180 +84 -68 
uly, —40. +0. —3.0 

Percentage change from 1956 +114 411.2 —3e +7.9 +1.0 
uly, —3!1. +8. n.a. +0.4 

Percentage change from 1956 +84 +161 +16.9 

$1,671 61 452° $16,987 $ 226 $ 210 
uly, 7 —46. , —7. + -7.5 +3.0 

Percentage change from 1956 413.9 +7.4 —3 45.5 

uly, 

Percentage change from 1956 +548 +30.9 0 47.2 

Springfi ss 40,094" $14,802 $ 116 $ 188 

(July, 1957... +1. +10.5 +20¢ -6.2 —19.8 

Percentage change from...-)au7' 1956....|  +4.9 42.5 +96 +1° +10 

SOUTHERN ILLINOIS 
$ 9,307 $ 147 $ 52 
uly, —58. +13. —0.3 na. —5.2 —33.1 
Percentage change from... +4.9 +3.0 
uly, —46. +10. +1. n.a. —6.4 +0.1 

Percentage change from 1956....| —76.6 43.4 44.5 +0.9 

$ Py 9,743 $ na. $ 36 
uly, 1957....| —23.8 +14.6 +1. na. 

Percentage change from... 1956...| +162 48.5 -6.7 

* Total for cities listed. » Includes East Moline. ° Includes immediately surrounding territory. n.a. Not available. 

Sources: 'U.S. Bureau of Labor Statistics. Data include Federal construction projects. * Local power companies. 4 Data for 
July, 1957. Comparisons relate to June, 1957, and July, 1956. 4 Research Departments of Federal Reserve Banks in Seventh (Chicago) 
and Eighth (St. Louis) Districts. Department store sales percentages rounded by original sources. * Local post office reports. Four- ’ 
week accounting periods ending August 23, 1957, and August 24, 1956. 
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INDEXES OF BUSINESS ACTIVITY 
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